
AC
C
EPTED

FO
R
PR

O
C
ESSIN

G
-2020

July
22

9:31
AM

-SC
PSC

-2018-364-W
S
-Page

1
of24

Direct zcstimnny nfnmm M. Hi
scar sv6,3cts

nnctcct Hn. 3618.364.3VS smfccttm zesns uliu cern sn, inc.
Ess 3 sfl3

I A. ORS requested DIUC provide details on the worlc required to restore water and

sewer service to the premises and an estimated date the customer could expect service to

be restored.

4 Q. DID ORS RECEIVE A RESPONSE FROM DIUC REGARDING MR. HALWIG'S

6 A.

10

12

COMPLAINT2

Yes. On November 14, 2016, DIUC informed ORS that Hurricane lvlatthew

damaged the water and sewer main infrastmcture that pmvided service to Driitwood

Cottage Lane and that the surrounding area where the mains were located had been eroded

and required repair. DIUC*s response indicated that it was not possible to ze-install the

mains in the same location unless and until the roadway and surmunding area were restored

and protected from future erosion, D1UC's response indicated the Company was

investigating other options to provide service to Driftwood Cottage Lane.

14

15 A.

16

18

SEWER RESTORATION TO THE HOMES ON DRIFTWOOD COTTAGE LANE?

No. In its response to ORS, D1UC indicated it was impossible to provide specific

dates for restoration of seivices using the current rights-of-way as the reinstallation was

dependent upon road and ground restoration to be completed by the appropriate municipal

authorities.

13 Q. DID DIUC PROVIDE AN PrrTIMATED TIMEFRAME FOR WATER AND
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19 Q. WHAT INFORMATION WAS PROVIDErD TO MR. HALWIG BY ORS IN

20

21 A.

22

RESPONSE TO hrHL HALWIG'S COMPLAINT'f

On December 2, 2016, ORS shared with Mr. Halwig the response received by ORS

from DIUC, In addition, ORS infozmed Mr. Halwig that Commission regulations, which
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1 address service interruptions snd restoration ofservice, do uot indicate a specific timeframe

2 for restoration ofwater and sewer service aBer a humcane. ORS informed Mr. Halwig of

3 his right to file his comp!aint at the Commission ifhe wss not satisfied with the results of

4 the ORS investigation. See Direot Exhibit DMH-3 for ORS's correspondence with Mr.

5 Halwig.

6 Q. DID DIUC PROVIDE ORS WITH ADDITIONAL INFORMATION AND

7 UPDATES ON THE PROGRESS TO RESTORE SERVICE TO DRIFfWOOD

8 COTTAGE LANE?

9 A. Yes. From December 2016 through March 2017, DIUC provided updates regarding

12 on the updates received from DIUC, it appeared to QRS that Mr. Haiwig and DIUC were

13 working cooperatively to facilitate access to 46 Driftwood Cottage Lane through new

14 fights-of-Pray.

15 Q. WHEN DID ORS RECEIVE A COPY OF THE CUSTOMER SERVICE

16 AGREEMENT BETWEtEN THE CUSTOMERS AND DIUC?

17 A. DIUC provided ORS an unexecuted copy of the Customer Setvice Agreement on

18 January 31, 2018. ORS received an executed copy ofthe Customer Service Agreement on

19 August 5, 2018.

20 Q. DOES THE CUSTOMER SERVICE AGREEMENT PROVIDE FOR THE

10 DIUC's efforts to restore water snd sewer service to Drifiwood Cottage Lane. DIUC

11 provided Mr. Htdwig an update vis letter on January 27, 2017. In March 2017, snd based
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21

22

INSTALLATION OF WATER AND SEWER INFRASTRUCTURE TO SERVICE

36 AND 46 DRIFTWOOD COTTAGE LANE'1

THE OFFICE OF REGULATORY STAFF
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14 On August 6, 2018, ORS Consumer Services responded via telephone call to Mr.

15 Smith by informing him the tsx question related to CIAC was pending in Commission

16 Docket No. 2017-381-A. ORS informed Mr. Smith that ORS did not have to approve

17 restoration of service. In addition, ORS Consumer Services referred Mr. Smith to

18 Commission regulations 103-535.F and 103-735,F which state water and sewer service

19 may be refused "for failure ofthe oustomer to fulfill his contractual obligations for service

20 and/or facilities subject to regulation by the oommission.n

21 Q. PLEASE PROVIDE THE DETAILS OF ANY SUBSEQUENT INTERACTIONS

I A. Yes. The Customer Service Agreement between the Customers and DIUC details

2 the arrangement between the Customers and DIUC to restore service to Drittwood Cottage

3 Lane. Specifically, DIUC agreed to provide seivice after tbe Customers had the mains

4. installed at their cost.

5 Q. IN 2018, DID THE CUSTOMERS CONTACT ORS REGARDING THE

6 RESTORATION OF SERVICE TO DRIIiTWOOD COTTAGE LANE7

7 A. Yes. Mr. Jack Smith, an attorney from Nelson Mullins Riley & Scarborough LLP,

8 contacted ORS on August 3, 2018, on behalf of the Customers. Mr. Smith asked ORS

9 Consumer Services questions about DIUC's ability to deny water and sewer service to the

10 Customers due to a dispute between the Customers and DIUC related to payment of CIAC

11 tax obligations and attorney'0 fees. Mr. Smith followed his telephone call to ORS

12 Consumer Services with an e-mail to ORS on August 5, 2018, which contained detail of

13 his questions and inquired if ORS had to approve restomtion ofwater and sewer service.
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22 BETWEEN THE CUSTOMERS AND ORS AFTER AUGUST 6t 2018.
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On behalf of the Customers, Mr. Smith contacted ORS via letter on August 10,

2 2018, with questions regarding whether the proposed 33.24% tax on the CIAC must be

3 paid by the Customers to DIUC and whether DIUC can deny the Customers water and

4 sewer service until the tax obligation on CIAC is paid. Sse Direct Exhibit DlvlH-4. ORS

5 responded to Mr. Smith in writing on August 15, 2018. Ses Direct Exhibit DMH-5.

On September 11, 2018, Mr. Smith contacted ORS via letter with additional

18 A. Yes. On December 18, 2018, counsel for ORS offered to the attorneys for the

19 Customers and DIUC an opportunity for informal mediation. The ORS offer for mediation

7 questions as to which party (the Customers or DIUC) is financially responsible for

8 replacement of mains snd associated legal fees snd the applicability of Commission

9 regulations 103-540 and 103-740. Ses Direct Exhibit DMH-6. ORS forwarded Mr. Smith's

10 inquiry to DIUC for a response on September 25, 2018. DIUC provided a written response

11 to ORS on October 4, 2018. See Direot Exhibit DMH-7. In addition, ORS mceived a copy

12 of the South Carolina Department ofHealth and Environmental Control permit to operate

13 on October 10, 2018. ORS provided Mr, Smith with the DIUC ivsponse and an update on

14 the restomtion ofservice and the permit to operate on October 22 and 23, 2018 (via e-mail).

15 On November 16, 2018, the Customers filed a formal Complaint with the Commission.

16 Q. DID ORS OFPER TO PROVIDE INPORMAL MEDIATION SERVICES TO THE

17 CUSTOMERS AND DIUC7
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20 was not accepted by either the Customers or DIUC.

21 2. Commissiou R uiations Related to Restoration of Water and Sewer Seivice

THE OFPICE OIf REGULATORY STAPF
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Office ofRegulatory Staff
Daufuskie Ialand Utility Company, Inc.

Docket No. 2018-364-kfyS
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Office of Regulatory Staff
Daufuslde Island VISIty Company, Inc.

Docket No. 2018-364-WS

FW: Complaint received at ORS Oohn Hs twig)

Direct Exhibit DMH-2
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From: Csntpbeg, cited ccs r s
Sent: Tuesday, Novembsr 03, 2016 4:23 FM
To: Gusstega Adrnln &SFJBIrrggaag(hbt333&
On HIPP, Dawn cdh(RSJBISROSESSSSS&; Johnson, Sarah ~oh ~ore~f(6633v&, SharPe,APrg
&SSRSJNSDDJLs33(gmguk&; Ivlorgan, Wgge cyggofgeDDSSgs~a.sc gov&; m(ggguuaihg~cn
sub)act: Complaint received at ORS Oohn Hslwlg)

Carolyn,

The attached correspondence Is sent pursuant to the duties and responslbgltles of the Office of Regulatory Staff ("ORS")

to investigate complaints and Inquiries affecting the pubgc Interest ss set forth In S.C, Cade Ann, 6 63.4-30 (2004 S.C. Act
17S). The ORS has received a complaint from John Halwlg at 46 Drlhwood Cottage Line, Dsufuskle Island, 3 C.

The ORS requests Daufuskle Island Utglty Company's ("DIUC or "Company"I assistance to Investigate and respond to
the consumer's concerns regarding Interruption of water and sewer services ta his properly. Mr. Hslwlg Is requesting
specific Information regarding the restorsl time of water and sewer servlcea

I understand fram yovr e rnag to mean Monday, November 7, 2016 that there are two DIUC customers with no water
or sewer service st this time. (Mr. Halwlg st 46 Driftwood Cottage Lane and Mr. No ger at 36 Driftwood Cottage Lane).
According to DIUC, the water and sewer gnes broke due to Hurricane Matthew. According to yours-msg, the company
Indicates they are working on a plan on how to run the gnes due to the excessive erosion.

To Investigate the consumers mmplslnt. ORS requests DIUC provide the fogowlng:

I. Specific detaSs an the workthat Is requlred to restore wsterand sewerservlce to 46 Drgtwood Cottage lane
and 36 Driftwood Cottage Lane,
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2. Estimated date for restorel of water and sewer service.

Be advised, the ORS Is reviewing the requirements In the following FSC Regulations regarding thelr appgcabSlty to the
water and sewer Interruptions at 46 Drgtwood Cottage I ans and 36 Drlfbvood Cottage Lans.

0 -7 o of

B. Each utglty shag make ag reasonable efforts to prevent Interruptions of service and, when such Interruptions occur,
shall endeavor to re estab gsh service with the shortest possible delay canslstent with the safety of its consumers and
tha general pubgc. Scheduled Interruptions shall always be preceded by adequate notice to ag agectsd customers, and
wgl be made at e time that will not cause unreasonable Inconvenience to customers.

i~on Seeryee

A. Esch utglty shall make reasonable efforts to avoid Interruptions of service, but when Interruptions occur, service shall
be re-estabgshed wltltln the sltortest time practica his, consistent with conslderatlorrs of safety.

t
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Of0ce ofRegulatory Staff
Daufuskie Island Utility Company, Inc.

Docket No. 2018-364-IPS

Please provide response on or before Movdgthffo~vhnrrd~216.

Should you have any uuestlons, contact me via e.mag at Stsanhggtggtttdnmnt or at 803-737&194,

Thankyou
Chad Campbell
Consumer Services
ONce of Regulatory Staff

Direct Zxhthtt DMII-2
l7l
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OIRrc ofHcgnlatory Staff
Dauluskle Istsnd Utility Company, Iuc.

Docket Hrn 2018364-WS
Dlred Kzhtblt DMSO

Asrll IL sauce
meessaI ercoswem scvtwr

December s, ao16

DISC states tbay are currently esplodng other means ofaccem toceneyourproperty but
have not olcninwl rights of way necessary to comtruct vm ter and sawer lnbastructure to
seem yeur properly. The Oem pony stereos specigc date forrastoratioa ofwater and mwar
~errlce lo your properly cannot be pmvided at this ttmn

ORS euuluctcd a cosfimace call with a reprmentstlvo from DIUC an December t, aot6
and advhed the Company of tiw following Pubgc Service Commission ("PSCT Rules snd
Regutatlonn

PSC KmtstmhtnsdEattgltcguhtions tosgco and tosTco slate 'Such uuiibh unless
spccplcagp miiseed fn rmp case hp the commission porn mch ahlfpodenI shaN opamta

09

RB ORS pge aoxg-W-eggs

Dear Dr. H&twig:

This letter b ln response to your complaint fgcd at thc Oigce of Regulatory Staff
I"ORS"I regarding DsufasHe bland Utghy Company I'DIUC er 'Compsn~ In your
comIIhbn you state your pmpcrty at C6 Drlkwood Cottage Iona, Dsufuslde Island, 8 C.
has oeen without water snd sawer smvica since October 8, aorg due lo Hmdcene
Matthew You me rwtuestlng DIUC provide ~ spcclfic date that water and sewer carries
wig be restored lo the pmperty.

The ORS contacted DIUC for asshtanoe te investigate end respond loyaw complaint.
according in DBIC, dus to Hurrhane Matthew, severe emslon occurred causing a rrmh
out of the road and serroundiog owns where the water and seuurmains wereIocatwbyim
water end sewer mains werc desnoyed and rendered unusable. DIUC states that tbs road
aad surrounding ares wgl need to bs restmml snd sdwptately protectwl from future
erosiea befme the water and sower males can lm reconetmetal to provld«cervlco to this
men
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Office af Regulutoiy Staff
Daufnskle Islaud 1)fifiiy Campauy, Iuc.

Docket ifa. 201tL354-WS

Direct Kxhtbit DMII-3

andmaintainin safe, q(ficientnnd proper conditions ofall ofitrfacititiss and eqvfpmsni
used ui connect ian ivith the services it prouides tu any mistom et'p to and fnciuding the
pofnt ofdeliveryfiwm vJsteins orfacilities oiuned by the cvstomcr."

PSC ~v Regulation lc3"555 (e), states "The utility shall bs responslblii for
provkfing the location for the connection af the cuvtaincr'e service pipe to the vtffftyb
serufcc pipe or the utility tv main, whfchevcr is oppiicaMa, ot thc utflilyb eqisnse, and at
no expense to the customer."

psC~w Regulation iog-Syo (3) stntas "ft shnll be the obligatian ofeach vniiuJ
dependent upon ils abiiittr ta pramire and retain snitablefacfifties and ifghts for rhe
cansnvction mid maintsnnnce of tlie necessory systeni to furnish aiiequote seiuernge
semice to customers fn the area or tcivitsry tn ivhich it operates."

pSC )ystLet Rcgulctian io3-255, "itiben ths vtfiinJ readers temponnlt servfcc ta a
cvstoiner, tt mag require that tbs customer bear sfl the cost affnitailfng nnd removing
the scruice in emeis ofany salvage mnlired."

Based on ORS's review, the Public Scrrice Commission of South Ccrollua's rules 2nd

regulations do not identify 2 spacific time pariod for water and sewer

scrri ca
restoratio.

ORS udfi maintain contact with DIGC in mgerd lo their efforts to restore ivater end sewer
sevrlcc to your properly.

lfyou era not satisfied with the response from the ORS's invcstlgatlan, you have tbc right
to

file
you complaint witli the PSC. To file s ocmplelnt iritb the PSG you must camplete

the PSC's coiupleiat farm evcllebla online at~v~v. The conipleted farm must
titan be mailed to the PSC nt ioi Rxecutlvc Center Drive, Suite ioo, Columbic, S C. 2921D

If Ixiu have cny questions, please contnct me at t-goa-qsu-tggt, extension ygi94, or vla
a-mail elucunlg)tntnmgctul~aov.
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Sincerely

Clwd Campbell
Consumer Services
Office of Regulatory Staff

cc: Mike Gssstelle, Gucslelle end flssocietes (VIA 3-MAIL)
Dawn Hipp, ORS Dbectar, Utility Rates ond Services
Snrcb Johnson, ORS, Director, Utility Services
Wfltta Morgan, ORS, Director, Ufillty Rates
April Sharps, ORS, Manoger, Consumer Services

0
ui

ccl
ui

co
0

cn

Page 2 af 2

ROA 078



AC
C
EPTED

FO
R
PR

O
C
ESSIN

G
-2020

July
22

9:31
AM

-SC
PSC

-2018-364-W
S
-Page

10
of24

In I

4

Stephen and Beverly Noller and
Michael and Nancy Hattvig,

Comp!ainants,

)
)
)
)

V. )
)
)

Daufusltie Island Utility Co., Inc., )
Respondent. )

REBUTTAL TESTIMONY OF

MICHAEL HALWIG

ON BDlHALF OF COMPLAINANTS

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CARONIA

DOCKET NO. 2018-364
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A.

No, the word, on the page previous to the one you refemnced, is clearly
"suggested", The word "demand" is clearly not used looking at Page 6, line 26,
More importantly, the idea of the relocation of the mains across the golf comsc
was ignotud by DIUC. Obviously having relocated a portion of the Drifhvood
Cottage Lane, mains previously, and having them exposed by the hurricane,
protecting what was there while an alternative site for relocation was pursued
seemed a pmdent thing to do to protect DIUC's equipment. Even its customers
thought of that and suggested it too.

REGARDING PAGE 9, LINES 7-11& WHEN DID YOU SEE THE
DECEMBER 10, 2015 LETTER REFERENCED IN THIS PART OF MR,
QUASTELLA'S TESTIMONY?

We did not see this until over a yew later. Mr. Josey said he never received the
December 10, 2015 letter in 2015a, and by the time we did see it, the DIUC's
refusal to do anything to help replace its equipment was well known.

IN REGARD TO TESTIMONY OF MR. GUASTELLA ON PAGE II,
LINES 11-14, REFERENCING THE REINSTALLATION OF MAINS "AT
THAT LOCATION" DID YOU EVER HEAR OR READ DIUC TO SAY
THAT IT WAS EXPLORING OR CONSIDERING ANOTHER
LOCATION TO REPLACE THE MAINS?

No. The Complainants suggested it but DIUC never showed any interest in
replacing its mains before or after the damage firtm the hurricane. DlUC only
stated that the mains would only be replaced by its customers, As it never took
any action to relocate them, we were forced to undertalce the utility's worlc to get
om'ater back so we could use our homes.

IN REGARD TO THE TESTIMONY ON PAGE 12) LINES 16-24, THERE
IS A REFERENCE TO THE INSTALLATION OF NEW UTILITY
EASEMENTS THAT COULD BE ADEQUATELY PROTECTED FROM
EROSION OR OTHER THREATS BUT THAT SUCH WAS LIKELY TO
BE 'VERY SHORT TERM". HAD YOU EVEIR HEARD DIUC USE THE
REFERENCE TO SHORT TERM OR REASONABLY PERMANENT
CUSTOMERS BEFORE YOU FILED YOUR COMPI,AINT IN THIS
MATTEER?

No, It appears that these ideas came to DIUC only after we challenged them for.
having forced us to install their replacement equipment or to abandon our homes
as an alternative. We waited to file this Complaint until after the installation was
complete and water and sewer service could actually be turned back on because
we wetat concerned, as proved to be true, that DIUC would not do anything to
help us or restom servioe until we paid for evetything and paid its tax. The
proposed Addendmn by DIUC made that clean Only after the ORS agreed that
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a See Bxhiblt Complatnanta 00190, attaetted.
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Q, RE)GARDING THE STATEMENT OF ORS DIRECT TESTIMONY PAGE
13, LINES 11-13) HAVE YOU EVER HEARD OF A SITUATION WHERE
A UTILITY REFUSED TO DO WHAT WAS NECESSARY TO RESTORE
SERVICE TO A CUSTOMER'

A. No, just like ORS Staff, which could not find any precedent in PSC's Iador
decisions concerning such a situation, we have never heard of any utility, of any
sort, mfusing to repair or replace its own equipment in curler to provide seivice to
existing customers, It seems olear fmm the continuing statement 5am DIUC that
it would not be fair to other customem for it to pay for thc replacement equipment
is a clever way of saying that it would not be profitable. However, as a regulated
utility for which any futuiu rate making decision would have to be made by the
Commission, it's unclear why DIUC would assume that the Commission would
iuquire the capital investmcnt to be passed on to its other consumers in any
particular way. It seems much mole obvious that the concern is the that the
Commission could determine that such expenditures should be absorbed by the
company as a fcnm of self-insmed retention or reserve for such equipment loss,
DIUC knew the area of Driftwood Cottage Lane was a potential threat to its
equipment, just look at the testimony of Mr, Michael I3uastella at Page 4, Lines 3
through 16; Page 5, lines 3 thiuugh 1'/. DIUC ignored the fact that the water main
was exposed and made no plans to relocate it to prevent an intertuption of service
to its customers.

REGARDING THE TESTIMONY OF IOHN F. GUASTELLA, ON PA.GE
2, LINES 14-19, THERE IS A STATEMENT THAT "THE DESTRUCTION
OF THE ROADWAY IN WHICH MAINS WERE LOCATED
ELIMINATED ANY POSSIBILITY OF REPLACING THE MAINS AND
SAFELY PROVIDING CONTINUIOUS UTILITY SERVICE TO THE
REMAINING CUSTOMERS ALONG DRIFTWOOD COTTA.GE LANE,
IS THAT A TRUE STATEMENT'

No, Replacement mains exist now connecting Driftwood Cottage Lane mains to
those at Marlinangel Road, installed by DIUC's customeiu without any
expo)dence whatever in such utility matters. We were able to obtain the easement,
hhu the engineers and surveyors, and hire and pay the contractors to do the work
to replace the mains even without an agreement with DIUC in place. Obviously,
there was a vmy real possibility of needing to replace the mains to provide
continuous utility service along Driftwood Cottage Lane. DIUC just chose not to.

ON PAGE 3, LINE 7-10) hXL GUASTELLA. STATES THAT "IT
BECAME THE RESPONSIBILTY OF THE COMPLAINANTS TO ENTER
INTO A MAIN OR SEiRVICEi FiENSION AGREEMENT", DID DIUC
EVER EXPLAIN WHY THE REPLACEMENT MAIN WAS YOUR
RESPONSIBILITY?
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No, D1UC refused to lift a finger to assist us, only gave us its demands that we
would have to meet for any replacement mains befom it would accept them and
pmvide water and sewer seivice to our homes, Its only statement off)aud in
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)
)
)
)

V. )
)
)

Daufuskie Island Utility Co„ lno„)
Respondent, )

Stephen and Beverly Noller and
Michael and Nancy Halwig,

CorOPlainant,

REBUTTAL TESTIMONY OR

NANCY HALWIG

ON BEHALlt'B COMPLAINANI'S

BBPORB

THB PUBLIC SERVICE COMMISSION OP

SOUTH CARONIA

DOCKET NO, 2018-364
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help us or mstore service until we paid for everything and paid its tsx. The
pmposed Addendum by DIUC made that dear. Only aitm the ORS agreed that
service cauld be restored without affecting this pmoeeding would DIUC restore it.
The idea of our pmpeity being lost and service being ahois term was not
mengoned then or evts until DIUC filed responses to this Complaint. As stated
previously, the nation that this utility cau decide the fata of our propeity is
appalling and not justified in any way. Wc have a right to protect om property
snd we have a right to pursue all means available under the law to maintain it, and
we are doing so. Por aver two years we had no use of our properties because
DIUC would never provide even tempoi.ary service, The Complaint was the only
means avafisble to hy to can'ect the vmy wrang treatment we have endured to get
our water back, and thus the use ofour properly baok.

A. We did not breach the agreement, which were forced Into. It wss not voluntary, it
was extortion, Bven if we had signed volunttuily, there is no mention in the
agreement of all ofthe proposed Addendum teims, That is not just 'assembling all
the papenvrsl&'. No meutbxi of taxes, attorney's fees or any other costs are in the
CSA except the "cost of installation", The Addendum oven required that we give
up our right to complain to this Commissiou or challenge DIUC in any way.
Clearly, that was not m the agreement that we had no choice but to sign. To tty to
shoe horn tbc tax and fees htto it after the fact, while claioring it is being generous
fm not charging 'admiuistrativc costs'or the time spent by DIUC doing nothing
but demanding we do evetytidng, is galling, but beside the paint that ~oui the
costs of installation were atoned to be paid by its customers in that agreement,
under. dm'ess with no other alternative but to abandon our home.

Q, IN REGARD TO THE TESTIMONY ON PAGE?Sr LINES 6 THOUGH 2I&
WHAT IS YOUR RESPONSE TO MR. MICHAEL GUASTELLA'S
ALLEGATION THAT YOU BREACHED THE CSA?

g
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Q. DOES THIS CONCULDE YOUR I'RE IrILED DIRECT TESTIMONY?

A. Yes, it does.

Q. THANK YOU. is
cc
0

h&
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BBPOBB

THB PUBLIC SBRVICB COMdISSION OP

SOUTH CARONIA

DOCKET NO, 20itt364

Stephea and Beverly Nailer and
Michael and Nancy Hatwig,

Ccmplainants,

)
)
)
)

V. )
)
)

Danfuskia Island Utility Co„ Inc., )
Respondent )

RBBVITAL TESTIMONY OF

BEVERLY NOLLER

ONBEHALF OF COMPLAINANTS
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service could ba restored without affceting tbh proceeding would DIUC rvstore it.
The Idea of our pmperty bomg last and ssavice being short term was not
mentioned fism or over, until DIUC filed responses to this Cemplaht, As stated
previously, the notion that this ufility oan decide tbe fate of our luupraty is
appsifiug and not justified in any way. We havo a right tc pmlnct om'roperty
aud we have a fight to pursue all means availablo under the law to maintain it, snd
wc sre doing m. For over two years we had no use of our properties beoause
DIUC would never provide even temponny sravice. The Complsiut van tbc only
means aveTable to uy to ccarect the vmy vnung treatment we have endured to get
our water back, and thus the use ofom pmperly back

Q. IN REGARD TO TBE TESTIMONY ON PAGE 23, LINES 6 THOUGH 21,
WHAT IS YOUR RESPONSE TO Mib MICBA8L GUASITLLA'S
ALLEGATION THAT YOU BREACHED THR CSA7

A. We did not bmach the agreement, vddch wrac fotued irno. It wss not voluntary, it
was extortion. Even. if wc had signed voluntarily, thmu is no mention in the
agreement of all of tho proposed Addendum terms. That B not just 'assembyng all
tho paperwork'. No merman of taxe's, attorney's fess or any other costs sm lathe
CSA except the "cost of installation". Tho Addendum even retprhcd that we give
up our right to complain to this Comudssion or challenge DIUC iu cny way,
Clearly, that was not in the agreement that we had no choioe but to sign. To try to
shoo horn the tax and fees into it after the fact, while claiming it is being grumous
for not charging 'administrative costs'or the timo spent by DIUC doing nothing
bat denumding we do everything, is galling, but besido tbc point that ~oui fim
costs of installation wme agreed to be paid by its customew in that agreement,
under dmurs withno other alternative but to abandon ourhome.

Q. DOES THIS CONCULDRYOUR PER-IrILED DIRECT TESTIMONY'7

A. Yes, it docs,

O, THANK YOU.
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DAUFUSKIE ISLAND UTILITY COMPANY, INC

DOCKET NO. 2018-364-W/S

Surrebuttal Testimony of John F. Guastella

Before the South Camlina

Public Smvioe Commission

Testimony Prepared: February 20, 2019

Hearing Date: February 28„2019

9 Q. Please state your name and business address.

io A. John F. Guastella, 725 N. Highway AIA, Suite B103, Jupiter, Florida 33477.

Q. Have you previously submitted direct testimony in this proceeding2

12 A. Yes.

Q. Have you reviewed the Complainants'ebuttal testinmnyy

Is A. Yes.

16 Q. Do you have any comments regarding those testimonies?

16 A. The testimonies ofMichael and Nanoy Haiwig and Beverly Nolier are identical so
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my comments are applicable to each Complainant. First, the evidence DIUC has

already submitted in this proceeding rebuts various unsubstantiated comments by

the Comp!ainants regarding DIUC's efforts to address the emsion at Drifhvood

Cottage Lane, installation of new mains (not a replacement ofthe original mains),

the uncertainty as to the risk ofthe permanency ofservice and the Customer Service

agreement. Accordingly, there is no need for me to provide more rebuttal of those

issues.
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10

12

The Complainants'osition is that they should be reimbursed for the constructions

costs they already paid and that they should not pay for the costs related to the new

main, but instead that DIUC should absorb those costs. This position ignoius the

multiple rate setting requirements at issue, which I will generagy outline.

l. In compliance with rate setting caselaw and practice, DIUC's rates

must be sufficient to cover the cost of providing utility service. The cost of

providing utility service includes reasonable operating expenses and capital costs.

Rate setting prinoiples do not permit DIUC to be forced to "absorb" the cost of

prov!dlllg scrvlcc.

2. As I explained in my previous prefiled testimony, when determining

13 whether to engage in expending a particular capital cost a utility must consider

14

16

17

18

19

20

21

22

many factom, including the permanency of the customers to be served by the new

equipment and whether an investment in infrastructure is prudent.

3. In addition, DIUC's rates must be set so that they n:cover the cost

ofproviding smvice equitably among all ofDIUC's customers. So, when forces of

nature required the installation of a new connection for the Complainants by

accessing DIUC's closest existing water distribution and sewer collection system,

it would be unequitable to force DIUC's other customers to subsidize the associated

capital costs, which would be far greater than the average costs ofpmviding seivice

to DIUC*s other customers. If folued to pay for the installation for the

Complainants, those other customers would be paying more but receiving no

Q. What is the primary purpose ofyour surrebuttal testimony?

2 A. The purpose ofmy testimony is to respond to the Complainants'ebuttal testimony.
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benefit flem that new connection. So, even if the Commission were to grant the

Complainants'quest and have DIUC inour the costs but then later include them

in future rates, it would not address the problem of inequitable rates because the

other customers would be subsidizing costs only attriqlutable to the Complainants.

s Q. Before they entered into the Customer Service Agreement, did the

m
1stn

0z
n
I

n
i
m
13

rco

Complainants have opportunities to present their objections tc the ORS?

A. Yes, the ORS was made aware of this matter more than two years ago. The

10

12

13

14

15

17

13

19

Complainants knew that DIUC could not replace the destroyed mains because the

Mclrose Property Owners would not restore the road. DlUC informed them that it

was their responsibility to install a new main to connect to DIUC's exiting mains,

and that DIUC would not pay for the mains in order to protect its other customers

from subsidizing the cost through utility rates. DIUC has never received any

indication from ORS that its position regarding this matter was in any way

impmper, and as far as I know, the Complainants were never told that DIUC's

position was inconsistent with its application of rate setting principles. After

entering into the Customer Service Agreement, the Complainants initiated this

proceeding which asks the Commission to relieve thun of the obligations they

undertook in constmction and their commitment to oover the costs associated with

bringing the new equipment into the DIUC system.
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2o Q. Has DIUC incurred any costs or expenses as a result to the Complainants'1

initiation of this proceeding2

22 A. Yes. DIUC has had to incur sigaificant legal and consulting costs within this

23 proceeding in order to again address a basic rate setting question of whether DIUC
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10

12

correctly protected its other customers from subsidizing costs solely attributable to

the Complainants. As of January 31, 2019, the legal fees amount to $ 16,471 and

consulting fees, excluding any time prior to the initiation of this proceeding, amount

to $22,750, for a total of$39,221. The fees for the month ofFebruary will include

costs to prepare testimony submitted earlier in the month, review of the

Complainants'ebuttal testimony, prepare surrebuttal testimony, counsel's and

DIUC witnesses'ttendanoe at the headng, travel costs, counsel's and DIUC

witnesses'reparation for the hearing, and then drafting a proposed order, will add

another estimated $40,000, or more. At hearing DIUC will submit invoices of the

costs of this pmceeding and will seek recovery of them from the Complainants in

order to again protect the other customers from mbsidizing costs solely attributable

to the Compiainants.

14 earlier prefiled testimony?

16 A. Yes. I am providing as Exhibit JIt'G-5 to this surrebuttal testimony photographs I

13 Q. Do you have an update regarding the permanency issue you addressed in your
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directed DIUC personnel to take on February 20, 2019. The photographs fairly and

accurately depiot certain areas along Driftwood Cottage Lane ("DCL"), including

29, 33, 36, 42, and 46 Driitwood Cottage Lane. Each photograph is labelled in the

bottom right corner to provide additional information about the photographs. I

recognize the area depicted in the photographs. The images in the photographs are

consistent with my personal knowledge of the area. I am familiar with the area

depicted in the photographs, as they arc located on Daufuslde Island, South
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12

13

15

16

17

18

19

2C

21

22

photographs included in the Answu'. The photographs fairly and accurately depict

certain areas along Driibvood Cottage Lane ("DCL"), including 29, 33, 36, 42, and

46 Driihvood Cottage Lane. The Answer aocurately captions each of these

photographs. One of the photographs is an overhead photograph and map overlay

afthe same area showing address numbers for the properties and generally showing

the lot lines far the depicted parcels. The image is captioned "Driftwood Lane

Destroyed." I recognize the area depicted in all six photographs. The images in

the photographs are consistent with my personal knowledge of the area. I am

familiar with the area depicted in the photographs, as they are located on Daufuskie

Island, South Camiina where DIUC operates, Additionally, DIUC has been closely

monitoring this area for several years, as discussed in the various witnesses'estimony.
I Carolina where DlUC operates. Additionally, DIUC has been closely monitoring

2 this area far several years, as discussed in the various witnesses'estimony.

Q. What is depicted in the photographs in Exhibit JICG-52

A, The photographs show houses that are essentially in the ocean water at high tide. I

5 would particularly note that a section of the service lateral pipe at the Halwig

6 property is exposed and unsupported, as seen in the photograph labelled "46

7 Driftwood Cottage Lane north side."

s Q. Have you also reviewed the six (6) photographs Included within the Answer of

9 DIUC filed in this ease electronically on December 17, 20182

Ia A. Yes. I have reviewed those photogmphs and the textual descriptions of the
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Q, The Complainants'rofiled rebuttal testimony includes the following

2 statement:

I

47

'There are lots on Driftwood Cottage Lane that could have

tuturc houses on thenL Tbs state law atlmvk houses to be built

betwosn the baseline aud setbaclr lines iu this ares. Section 4$-

39-290 of The Beachfront Managemeat Act provides for uew

7 homes to be built in this area. So tho Drlfhvaod Cottage Lane

10

maias can serve future customem. My reference to "ag lots"

cortucts DIUC's interpretation that vre Complains nts will be the

only customers usiug the mains in ths future."

11 43. Does DIUC have any hrformntion rugmvltng thc potentinl for houses to be

12 coustructed on Driftwood Cottage Lane'/

12 A. Yes. I am pmviding as Exhibit JFG-6 to this suuebuttal testimo'ny pccitstn
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19 Jurisdiction viewer d/ is.dhec ov/shoreline, as included in the Memo.

documents that address the baseliae arid Setback lines in thc area at issue. I have

included in Exhibit JBG-6 a report by the South Carolina Deparbnent of Health

snd BuvirunmeMl Contrul ("DHSC"3 entitled vLtnc Reborn proposed lhseline

snd Setback Line, Dsufuskie Is'land, October 6, 2017, Revised May 3, 2018" slung

with s screcnshot photograph that was copied fnitn the South Camlina Beschfiont

Cn

I
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20

22

The photogrpph dkpicts the current and proposcg base lines and setback tines: I

rocolmp the Crea depicted in the screcnshot photograph. The image in the

photograph is co'nsistent with my pcrsdnsl knowledge of the.area. I sm familiar

with the ates dcpictod m the photograph, ss it is locatedonDaufuskie Islahd, South
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10

12

13

14

16

17

"The baseline is tbe more seaward of the two jurisdictional lines.

Seaward of the baseline, permitted activities are limited to wooden

walkways, small wooden decks, fishing piers, golf courses, normal

landscaping, groins, activities authorized by emergency orders,

beach renourishmentprojects, and structures authorized by a special

permit. The setback line is the landward line of beachfront

jurisdiction. Between the baseline and setback line, the Depaitment

exemises regulatory permitting authority for such activities as

habitable structures and sssooiated infrastructure, decks, gazebos,

other public access structures, and sand dune management. Seaward

of the setback line, construction of new shore-parallel erosion

control structures (i.e. seawalls, revetments or bulkheads) is

18 prohibited. However, existing erosion contml structures may be

19

20

21

22

23

maintained or repaired with prior. authorization by the Department.

The Current Base Line in the photograph is the solid red line and the Current

Setback Line is the solid blue line. DHBC's Proposed Base Line is the bmken

green line and tile Proposed Setback Line is the bmken purple line. The

Complainants residences are shown between the Cunent Base Line and the Current

1 Carolina where DIUC operates. Additionally, DIUC has been closely monitoring

2 this area for several years, as discussed in the various witnesses'estimony.

Q. Can you summarize for the Commission what the Memo and photograph

4 comprisiug Exhibit JFG-6 show7

s A. Yes. The following ls talren from DHSC's Line Report:
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O

this mes ofDriftwood Cottage Lane sre seaward ofthe Cunent Sct Back Line bnd

12 ~ of the pmposcd Base Line which means the restr'lotions on sny residence

13

14

in that sto area so significant that it is not likely any future permanenthomes could

be builtthere. This information f/em tbc Memo and tiiephotogntph, furdier support

1 Set Back Line. Thc Compiainsnts'esidences are also shown seaward of the

3 proposed Base Line. 1 would also note an page 3 ofDHECrs Line Report that last

3 line in thc table "Transition north f'or 308 feet, then north for 3,032 feet io Captaia

4 Monroh Lena" which includes the DCL motion, shows tbe second highest

5 "Shoreline Change Rate, (ft/yr)" or emsion rate of -7 405 fact.

Q. What do you conclude from DffEC Line Report aad the photograph from

? from the South Carolina Beachfront Jurisdiction viewer

s h //"is.dheesc. ou/iherctine, as tuctndeg in the Memo?

A. The erosion along DCL has been significant and, according to the DHBC

10 calcualtions, it is gettidgworse. The phbtograph also shows that alt ofthe lots along
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15 DIUC's conclusion that its should nct place its other customers at financial risk by

16 paying for the construction, CIAC taxes, and related costs solely attributable to the

17 newmains for the Complements'omes.

ts Q. Does this condnde your testimony at this tlmh?

19 A. Ycs.
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